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IRELAND: KEY ECONOMIC INDICATORS 


All values are in Irish pounds A B Cc 
Exchange Rate: I62.07 (year) (year) (year) 
(May 7, 1980) 1977 1978 1979 


INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 
GNP at Constant (1975) Prices 
Per Capita GNP Current Prices 
Personal Consumer Expenditure 
Gr. Dom. Fixed Capital Formation 
Indices: 
Industrial Production (1970=100) 
Avg. Labor Productivity (1970=100) 
Avg. Industrial Wage (1970=100) 
Labor Force (000) 
Avg. Unemployment Rate (2%) 


MONEY AND PRICES 


Money Supply (Ml- avg. for year) 
Total Gov. Debt Outstanding 
Interest Rates (Central Bank-Dec) 
Associated Banks 0/D (Dec) 
Consumer Price (1975=100) 

Retail Sales, Value (1975=100) 


BALANCE OF PAYMENTS AND TRADE 


Gold & For. Exch. Reserves (Dec) 1201m 1252m 975m 
External Gov. Debt (Dec) 1039m 1045m 1575m 
Current Account (-) 155m 149m 760m 
Balance of Trade (-) 573m 730m 1315m 
Exports 2518m 2960m 3497m 
US Share (Z) 6.2 6.4 5 

Imports 3091m 3706m 4812m 
US Share (2) 8.8 8.2 8.5 


Main US Exports to Ireland* (January-November 1979): office machines and automatic 
data processing equipment and components (1669 million); feedstuffs (soya) (1634 
million); electrical machinery (Ib28 million); transport equipment (aircraft) 
(126 million); organic chemicals (Ib19 million); specialized non-electric 
machinery (1618 million). 


Main US Imports from Ireland* (January-November 1979): non-metallic mineral 
manufactures (glassware) (Ib15 million); semi-conductors and other electrical 
products (I613 million); professional, scientific and controlling apparatus 
(medical, surgical, veterinary) (Ib9 million); casein (Ib7 million); textiles 
(1&6 million); footwear (I65 million). 


*According to Irish trade statistics. 





SUMMARY : 


Oil price and supply problems, domestic labor disputes,and the effect of 
severe weather conditions on agricultural production contributed to a mixed 
year for the Irish economy in 1979. Real GNP growth reached three percent 
(vice six in 1978), and the inflation rate almost doubled to 13.3 percent. 
The central government budget deficit climbed to Ibl billion, almost 14 
percent of GNP. The trade deficit rose 80 percent to Ibl1.3 billion, and 
the current account deficit equalled 10 percent of GNP. Bright spots 
included the reduction of unemployment to its lowest level in five years 
and strong growth in industrial production and investment. 


In December 1979, Charles Haughey became Fianna Fail party leader and Prime 
Minister. The new government is stressing fiscal responsibility. The 1980 
budget is tight by recent Irish standards and seeks to reduce the budget 
deficit to 10.4 percent of GNP. The Central Bank is applying credit 
restrictions and has raised interest rates. Prime Minister Haughey has 

called for improved labor relations and wage restraint. 1979 was a record year 
for man-days lost due to strikes. 1980 has been relatively peaceful, but 

a major dispute threatens the completion of the very large Alcan alumina 

plant. 


Economic prospects for 1980 are not very bright by recent Irish standards. 
GNP growth and the impressive job creation of the past two years will suffer 
from tighter fiscal and monetary policy and the international environment. 
Real GNP growth will probably be limited to one-two percent. Personal con- 
sumption will remain at about the 1979 level. Exports have held up well 

but may slacken with the general western slowdown. The average consumer 
price index for 1980 is likely to be about 17 percent over that for 1979. 


International developments will have major significance for this small and 
very open economy. A deterioration in general western economic conditions 
would dampen prospects in Ireland even further. Among the most important 
domestic variables will be the government's degree of success in fostering 
moderate income expectations and improved labor relations. 


US exports to Ireland exceeded 16400 million in 1979, up 31 percent from 
1978 and 8.5 percent of total Irish imports. 1980 seems certain to be the 
first $1 billion (16500 million) year ever for US sales. Slackened economic 
activity will undoubtedly affect short-term prospects in some areas. 
Disposable income, however, if not rising rapidly is still at a historically 
high level. Industrial growth is tailing off somewhat, but future 

potential is good. The government is proceeding with major infrastructure 
projects. The energy area is of particular interest as the Electricity 
Supply Board expands its generation capacity and seeks to diversify away 
from oil. The government is also renovating the national telecommunications 
system. 


Government policy on foreign investment remains very positive. The Prime 
Minister has announced a fundamental review of industrial policy, including 
investment incentive programs, but no fundamental changes in attitudes 
toward foreign firms are expected. US firms have played an important part 
in Ireland's rapid industrial growth over the past two decades; total US 
investment in the manufacturing sector is estimated at about Il billion. 





I. CURRENT ECONOMIC TRENDS IN IRELAND 
A) 1979 A Mixed Year for the Irish Economy 


In 1979 economic performance fell significantly below that of 1978 and 
substantially short of well-publicized, very ambitious government targets. 
Real GNP growth registered three percent, half of 1978's and less than half 
of the government's target. Local and international oil price and supply 
problems, domestic labor disputes and the effect of severe weather con- 
ditions on agricultural production all contributed to the slowdown. 


The average consumer price index for 1979 was 13.3 percent above that for 
1978. (The increase for 1978 over 1977, by contrast, was 7.6 percent). 
First quarter 1980 figures show a 16 percent increase over first quarter 
1979. The trade deficit rose 80 percent to Ibl1.3 billion in 1979, and the 
current account deficit grew to Ib760 million (10 percent of GNP) from 
I6b150 million in 1978. Foreign exchange reserves declined 22 percent 
during the year to 16975 million at end-December, the equivalent of 2.5 
months’ imports. The central government budget deficit climbed to Ibl 
billion, 14 percent of GNP. 


All was not bleak, however. Bright spots included the reduction of un- 
employment to its lowest level in five years. The “live register" 
(unemployment benefits list) stood at 88,600 at year-end 1979, about 7.6 
percent of the workforce but 10 percent below the end-year 1978 figure. 


Industrial production increased about seven percent by volume. Gross 
domestic fixed capital formation increased by more than 13 percent in real 
terms and constituted over 30 percent of GNP. Investment in machinery and 
equipment grew by almost 15 percent. 


B) Tighter Fiscal and Monetary Policies Aim at Reducing Inflation, Budget 
and Balance of Payments Problems 


In December, Prime Minister Jack Lynch stepped down. His successor as head 
of government and the Fianna Fail party is Charles Haughey. The subsequent 
cabinet reshuffle resulted in several important structural and personnel 
changes in the economic sphere. The creation of a new Energy Department 
underscores the critical importance of careful resource management in an 
economy heavily dependent on imported supplies. The Department for Economic 
Planning and Development was abolished and Minister Martin O'Donoghue -- one 
of the key economic architects of the Lynch government -- was dropped from 
the cabinet. Given serious inflation, budget and balance of payments problems, 
Prime Minister Haughey is stressing fiscal responsibility and has implicitly 
de-emphasized the first priority of the Lynch government -- job creation. 


Minister for Finance Michael O0'Kennedy presented the 1980 budget message, 
the first of the Haughey administration, on February 27. It is tight by 
recent Irish standards, but not sharply deflationary. Total expenditures 
are up 19 percent to 164.7 billion. The anticipated I6896 million deficit 
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is equivalent to 10.4 percent of GNP, compared to 13 - 14 percent during 
the previous two years. (Public debt service will account for 16 percent 
of total expenditures, a one percent increase from the already high 1979 
level). 


In March, the Central Bank announced the continuation and tightening of 
credit restrictions placed in force in October 1978 but only really 
effective since the second half of 1979. Personal bank loan expansion will 
be limited to six percent during the 12 months to February 1981. Domestic 
borrowing for productive purposes may increase by 14 percent. Foreign 
financing is excluded from these restrictions. Private companies have been 
encouraged to borrow abroad, particularly in European Monetary System 
currencies where foreign exchange risk would be minimized. Local interest 
rates were substantially raised in April (one year triple A loans to 18 
percent). 


Prime Minister Haughey and other government leaders have also appealed for 
more harmonious labor relations and wage restraint. So far in 1980 the 
number of man-days lost due to labor disputes is far behind the post-war 
record pace of 1979. (During 1979, 1.4 million man-days were lost, most 

due to the 19-week-long postal strike). Despite the statistical improvement, 
a series of walk-outs at the 16300 million Alcan alumina plant construction 
site has led to an at-least-temporary suspension of the project. (See 
section II B). 


Positions are just beginning to take shape on this year's pay increases. 
Unions will decide in May whether they will participate in negotiations to 
renew last year's "national understanding," i.e., a package settlement 
covering wage increases and a variety of public sector social benefits. The 
terms of the 1979 understanding, which apply for most but not all of 1980, 
will add over 13 percent to average earnings this year. Additional increases 
will undoubtedly emerge from this year's bargaining, whether in a "national 
understanding" or some other format. 


C) Prospects for 1980 - Ireland Will Share in General Western Problems 
of Slower Growth, Higher Inflation 


Economic prospects this year are not very bright by recent Irish standards. 
Ireland's difficulties, some of them self-generated, have left little option 
but to follow a less stimulative line than in 1978-9. This year's tighter 
fiscal and monetary policy should relieve budget and balance of payments 
problems but will not solve them. It appears that a more or less similar 
policy line will have to be pursued through 1981. 


In the process, GNP growth and the impressive job creation effort of the 

past two years seem certain to suffer. The growth rate seems likely to fall 
to one to two percent, well below recent Irish levels but in line with 
average expectations for the European Community and OECD this year. Assuming 
moderate wage increases in the second half of the year, personal consumption 
will probably remain at about the 1979 level in real terms. 
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Exports have played an important role in recent Irish economic growth. For 
the first three months of 1980 they have climbed almost 30 percent in value. 
The general western economic slow-down and especially the problems of the 
United Kingdom, which takes about 50 percent of Irish exports, will make 
continuation of such a high rate for the entire year difficult. An 
expected recovery in agricultural exports from last year's poor performance 
will help. The overall balance of payments situation will benefit from 
slower Irish growth and stagnant personal consumption. But rising prices 
and Ireland's heavy dependence on foreign suppliers for essential capital 
goods and fuel will probably prevent any improvement in nominal terms, and 
the current account deficit looks likely to again reach last year's high 
level of 16760 million. Financing the deficit should not pose difficulties 
this year. 


With respect to the unemployment rate, figures for April reflect only a 
marginal drop in those unemployed compared to April 1979. There is 
growing concern that the rate will start an upward climb soon. Business 
confidence has waned, and the number of business failures is up 
significantly. 


Inflation has been heightened by hefty hikes in indirect taxes and looks 
likely to touch close to 20 percent around mid-year. Some improvement then 
seems likely. If so, the annual rise in the average consumer price index 
for 1980 over 1979 should be around 17 percent. 


International economic developments during the year will have major 
significance for this small and very open economy. A further explosion 

in oil prices or serious oil supply difficulties would mean a worsening 

of Ireland's economic prospects. Among the most important domestic 
variables will be the government's degree of success in fostering moderate 
income expectations and improved labor relations. The new government faces 
a formidable array of challenges in the economic sphere. 


II. Implications for the United States 
A) US Sales Should Reach $1 Billion for the First Time in 1980 


Total trade between Ireland and the United States grew 17 percent to 
16580 million in 1979. US exports to Ireland reached 16409 million, 8.5 
percent of total Irish imports and up 31 percent from 1978. 1980 seems 
certain to be the first $1 billion (16500 million) year ever for US 
products. Irish exports to the US fell six percent in 1979 to Ib171 
million, five percent of total exports. 


The slackening in economic activity in 1980 will undoubtedly affect the 
rate of growth of sales opportunities in some areas for the immediate 
future. But disposable income, if not rising rapidly, is still at a 
historically high level. Industrial growth has tailed off somewhat, but 
future potential looks good. The government has confirmed that it will 
proceed with major infrastructure development projects. So significant 
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sales opportunities for US firms exist in a variety of fields. The 
availability of Export-Import Bank financing and the presence of major 

US banks in Ireland facilitate market penetration. Current exchange rates 
make US prices highly competitive. 


One area of particular interest is the energy sector. US suppliers have 
recently successfully bid on boiler and combustion turbines for two major 
Electricity Supply Board projects. Other current ESB-related opportunities 
include the provision of anti-pollution devices and coal for the new 
Moneypoint power plant and alternate energy source technology. The 
government's review of the feasibility of establishing Ireland's first 
nuclear plant is progressing slowly. No final decision is expected 

before 1983. Popular interest in energy saving technology for domestic 

use is high. 


The government's major (I&650 million) telecommunications renovation 
program is progressing. In February, the Department of Posts and Tele- 
graphs announced the selection of French and Swedish firms to supply 
digital switching gear for the first major phase of the project. The 
next phase will be transmission equipment. COMSAT is providing technical 
assistance for an earth satellite station, and bids for this are likely 
to be invited early in 1981. 


Other large-scale projects now underway or under consideration include: 
improvement of intra-city transport in Dublin; improvement/replacement 

of railroad equipment; extensive harbor and road development; a fleet 
replacement and expansion program by the national airline; and continuing 
off-shore oil exploration. Tourism and related service industries have 
grown in recent years, and although 1979 was a plateau year and 1980 will 
be the same, longer-term sales potential in this area should be good. 
Consumer goods, automotive tools and supplies, and construction and 
materials handling equipment are among many other areas where long-term 
market prospects are favorable. 


Farm income is unlikely to rebound from last year's slump in 1980. Sales 
of farm machinery, however, are improving. Soybean meal is still, by a 
wide margin, the largest US agricultural export to Ireland. Sales 
prospects for consumer food items look promising. 


B) The Foreign Investment Climate is Favorable, But Some Problems Exist 


US firms have played a particularly significant role in the recent 
development of the Irish industrial sector. In the period 1960-80 about 
250 manufacturing projects sponsored by US firms began production in 
Ireland, accounting for about half the fixed investment from all foreign 
sources. Total US investment in the manufacturing sector reached about 





Iél billion at year-end 1979. US investors are prominent in a wide 
variety of areas including pharmaceuticals, electronics, textiles and 
automobile production, and in non-manufacturing pursuits such as banking 
and hydrocarbon exploration and development. 


A primary attraction to investment in Ireland for many US businesses 

is entry of their products into the European Community, an access which 
they might not enjoy without production facilities in the EC. The 
availability of a reasonably well-educated, English-speaking work force, 
and relatively moderate wage costs are important factors. The government 
has aggressively sought to attract foreign manufacturing and service 
industries which are export oriented with high value-added content and 
good long-term growth prospects. An imaginative financial incentive 
program has included capital grants and a tax-free-export-profit scheme. 
The government is phasing out the latter and will instead reduce corporate 
income tax for all manufacturing firms to ten percent beginning in 1981. 


New Prime Minister Charles Haughey has promised a comprehensive review of 
government policy on the industrial sector, its future development and 
appropriate incentive programs. There is no evidence to suggest at this 
time that the review will result in any fundamental change in attitudes 
toward foreign investment. 


1979 was a record year for man-days lost due to strikes. Most foreign 
investors, especially American firms, have experienced relatively little 
lost-time due to in-house strikes. Nonetheless, disruptions of essential 
public services such as mail, telecommunications and transport have 
caused frustration for both the local and foreign business community. 
Concern that labor strife may erode Ireland's reputation as a favorable 
place to locate an overseas plant has been heightened by the recent 
disruptions at the Alcan alumina plant construction site, one of the 
largest projects ever undertaken in Ireland (see I B). 


American investors seem satisfied with their dealings with the Industrial 
Development Authority, the principal governmental agency implementing 
industrial investment programs. Several American investors, however, have 
complained about experiences with Gaeltarra Eireann, a government- 
sponsored agency responsible for development in the small, Irish-speaking 
part of Ireland. At least two lawsuits have been initiated in the US as 

a result of these conflicts. 


*% U. S. GOVERNMENT PRINTING OFFICE : 1980— 311-056/292 





